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The writer of this paper hails from a part of the world which econom¬
ically £uad socially is referred to as underdeveloped or backward, and where
the primary and urgent objective of the people and their government is to
cairy forwao-d economic projects in order to raise the living standards and
to establish stable economies.
In the United States he realized that the system of free enterprise
economy succeeded in giving the people almost all the comforts of life and
the benefits unknown in many countries. The Americem people enjoy the
highest standard of living in the world. The United States supplies over
fifty per cent of world manufactured goods. The writer further observed
that in this country little is it known that with the development aaad growth
of democratic practices there has been a growing feeling that the principle
of status or absolute economic freedom is undesirable. In acknowledgment of
this fact, the government, in agreement with the people, has been adopting
various legal measures limiting by progressive taxation the inheritance as
well as encroaching on the economy as a whole.
Since the beginning of the great depression the social welfare func¬
tions of government have increased enormously. President Roosevelt pro¬
claimed that nationeil goals should include "freedom from want" and "freedom
from fear." In his period Congress enacted legislation providing for low
cost public housing, minimum wages, maximum working hours and social
security. In 1934, Cor^ess passed the Securities Exchange Act for pro¬
tecting investors and the public against various abuses practiced by certain
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corporations, brokers, and dealers on the national securities exchanges
and in the "over-the-counter” or informal markets for securities.
As far back as 1913, Congress enacted a bill to help provide the
Agricultural Department to "collect and publish useful information on the
marketing of farm products."^
Another factor which increased government participation in the American
economy was the 1930's economic crisis which led in this country to the
birth of the famous New Deal in 1933. During the same period government
action seemed to have received strong support from Lord Keynes who came up
with the idea that "pump priming" by state was untenable. If the state
must enter into the economic activity, Keynes thought, it must do so as a
permsuient institution.
All of these factors including the development of electric power,
atomic energy and such other complex projects as hydrogen bombs, missiles
and rockets which call for colosssd sums of money and team work, have
brought the state as a permanent and growing powerful element in the eco¬
nomies not only of the United States, but of the entire Western World. In
concrete terns it suffices to say that in both the underdeveloped and ad-
vsinced countries a definite trend toward a mixed economy is in adveince.
These steps will be elaborated in this paper. It deals with special refer¬
ence to the mixed economy as it grows in India and as it should take place
in similar backward economies.
Planning in underdeveloped areas should be the responsibility of the
government so that all the public and private sectors of the economy are
geared towau'd fulfilling of the social needs first. In highly industrisLlly
and technologically advanced Western countries the economies are nearly
Vernon A. Itoid, Gove3Tmient and Business (New York, 1950), p. 76.
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stable, the people are accustomed to the methods of private enterprise;
they know the benefits of it; and therefore any change of the status quo
would probably bring about bad results, at least in the short run.
1. The continuing growth of their (Americans) own country is due
largely to private efforts and private initiative . . . and 2. the
iresources of American private capital are far larger than the amounts
which our government can provide. Itost of the productive taLLent and
resources of our society are private hands . . .^
This paper is further intended to call attention to the need for a
more comprehensive and flexible approach toward the whole question of
development in the backward areas.
Since the "mixed economy” is such a broad subject, the writer has
decided to discuss it in a particular context, regarding its application
in underdeveloped areas. Haphazard mixed economy as it exists in some other
advanced countries will be mentioned, in passing.
It now remains for the writer to express in all humility indebtedness
to those who have helped to make this work accomplished. The writer is
particularly and very sincerely grateful to Dr. H. Skala of the Department
of Economics, under whose able guidance and encouragement this work was done.
But, more than anything else, it is his influence on the writer's ability to
think which he gained from his method of teaching and ideas. Dr. Robert G.
Armstrong of the Anthropology Department has made very useful criticisms and
suggestions regarding chapters VI and VII. To him the writer is also deeply
indebted. The few discussions with Dr. Samuel Z. Westerfield, Dean of the
School of Business Administration, on this topic have been very valuable.
Thanks should be extended to Mr. G. Roychaudhuri, lecturer, Ramjas College,
University of Delhi, India, under whose guidsuace the first interest in the
subject of the mixed economy arose.
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This study sets forth the view that, within certain limitations, a
mixed economy as a system, based on economic plsuining sponsored, and
controlled or partly owned by government or parlieiment in a non-totalitarian
political structure, may bring about a more rapid economic development in
independent underdeveloped countries. It is further submitted that in such
an economy, social stability and individual freedom need not necessarily be
threatened, and in fact stand no jeopardy.
This chapter is very simple. It points out the significance of the
work; some definitions of terms which will frequently be used in the study;
and lays the pattern proposed to be adopted in the rest of the thesis.
The work cannot be more than a general presentation of some important
observations of economic development in underdeveloped countries.
The mixed economy in its loose and haphazard form is by no means new
and novel as will be shown in Chapters II and III.
Significance
This study is significant because it is an endeavor to approach impor¬
tant questions of economic development for poor countries. It's scholastic
endeavor is restricted to a very large extent by the paucity of material
available during the process of research. Nevertheless, it is hoped that




Roughly stated, the mixed economy means a kind of economy in which
private and public sectors of the economy of a nation co-exist. The theme
of the study will put emphasis on the word "system." It does not mean the
kind of loose mixed economy that exists in predominantly free enterprise
economies of the West. It also does not mean the mixed economy of a
transitional type as was enunciated by Lenin in his New Economic Plan or
the type of mixed economy that existed in Communist China. It is a mixed
economy similar to that adopted by the Indian government in its 1948 and
1956 Economic Policy Resolutions wherein all the sectors of the economy are
looked at equally, and controlled consciously by the parliament. In other
words private enterprise should be geared so as to conform to the general
economic policy of the state. By a mixed economy as a system we imply an
economy that is accepted as a permanent Institution. It is a system that
disturbs the extreme structures—capitalism eind socieilism—not to destroy
them as such but to create a new super-structure. It is as Mr. B. K. Nehru
put it: "Planned economic development through democratic means.
The word "state" as applied in this study will mean in general the
political overall authority of a nation: "A source of ultimate reference
p
which makes a decision upon grounds that it deems adequate." The word
"state" will also be used in this paper when referring to provincial govern¬
ment subordinate to the central government in a federal form of government
like the United States or India.
1
B. K. Nehru, "Indian Planning—Democracy in Action," New York Times.
November 25, 1959, p. 7.
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J. R. Laski, A Grammar of Politics (New Haven, 1931), p. 50.
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The terms "private” and "public" should be understood as merely
notional. By public sector is meant substantial degree of state control
and operation or ovmership of enterprises, usually those industries con¬
sidered basic to the economy of a country or which cannot be easily under¬
taken by private individusds. Private sector refers to enterprises which
are privately owned and whose profits go to the individual owners. These
enterprises which are privately owned and whose profits go to the indivi¬
dual owners. These enterprises usueilly experience the least government
interference. The term underdeveloped countries or economies refers loosely
to countries or areas with low level of real income and capital per head of
population judged by Western standards. Subsistence farming based mostly
on primitive methods of agriculture is generally the pattern of economic
life in these countries. These countries cover the whole of Asia except
Japan; Africa; Latin America omitting Argentina; Middle East countries and
most Eastern European countries. In terms of human population these regions
contain about three quarters of the population of the world.^ By implica¬
tion, we shall, however, deal only with the independent countries.
The word "crores" is a numerical number equivalent to ten million. The
standard currency used in India is rupee. Twelve rupees are equivalent to
one pound sterling or two dollars and eighty cents.
Approach
The study will trace the evolution of the mixed economy from the feudal
period to the present day. We will follow up some changes in such funda¬
mentals as the regulation of property and the over-all concept of welfare.
1
P. T. Bouer and Basil S. Yamey, The Economics of Underdeveloped
Countries (Chicago, 1957), p. 1.
4
The most important aspect of the study will deal with the mixed eco¬
nomy as it has existed in India since her independence. The organizational
side of a mixed economy as it should take place in underdeveloped countries
will be outlined in Chapter IV. Chapters VI and VII vrill be concerned with
the case for a mixed economy for underdeveloped countries and the conclu¬
sion of the study.
Method
Most of the materials for writing this thesis were obtained outside
the Atlanta University Library. Some of the up-to-date material regarding
Indian economics were obtained from the Atlanta Branch of the United States
Department of Commerce, Washington, D. C.; P. C. Jain‘s Problems in Indian
Economics; The New India - Progress Through Democracy; Draft Recommendations
for the Second Five Year Plan by Professor P. C. Malanobis, and A. P.
Lerner's Economics of Control were purchased by the writer from outside the
United States. The rest of the materials were obtainable in the University
Library. The tables used in the work were collected from published data.
The study made out of these materials was then projected into the basic
framework of the mixed economy.
CHAPTER II
The most constant issue in all economic institutions has been that of
whether to place the economic power in the hands of private individuals or
of public authority in order to attain the best social satisfaction.
In this Chapter we will trace the development of this process. The
Chapter is divided into two sections. The first section is concerned with
the development of some of the earliest theories based on private property
and how these theories have been justified or not. In the second section
we shall trace the influence of some economic doctrines from feudalism to
the present state of economic thought.
Section 1
Up to the present, ownership of private property and/or free enterprise
continues to dominate the economic and social scene in Western countries sind
in many other parts of the world. It is therefore understandable that we
should take for our consideration private property as it has existed in the
Western World.
The phenomenon of private ownership of property has existed since early
times, though it is not clear when it actually originated. Richard T. Ely
is of the view that private property first came into being in the form of
personal possessions. He gives examples like tools, weapons, jewels, and
women. Land became significant as property only when agriculture superseded
grazing.^ Another account regarding early theories of private property is
_
Richard T. Ely, Property and Contract. Vol. I (London, 1914), p. 101.
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given by E. R. Seligmemn.^ According to him the "occupation theory" as
propounded by, and as it emerges from the v/ritings of, the Roman philos¬
ophers, is the earliest theories. This is based on the rule that property
belongs to him who first seizes it. The argument sounds understandable
where apparently interest in property ownership was lacking or not strong.
Yet it merely furnishes us with information regarding the origin of legal
right to property. In no way does it justify the existence of private
property.
Some Roman philosophers and writers of the latter part of the Middle
Ages advanced the "natural right theory." They stated that private prop¬
erty was a natural right based on the law of nature. The idea of what is
natural is very vague and highly philosophical. Why this natural right
should be had by some and not by others is still a question.
The vagueness of the "natural rights theory" led the seime thinkers to
found the "labor theory." They maintained it was the labor and trouble one
experienced that entitled one to private property. We see that not all
forms of property are created by man. No human being has created land,
rivers, oceans, climate — all of which are in some form or another wealth.
Even if we contend that certain forms of property are created by labor,
such as for example, making a table, we soon realize that nothing is the
result of labor alone. The carpenter who makes the table is not necessarily
the owner of the wood and tools which went into the making of the table.
This again brings out the social aspect of the issue. More units of the
society are involved in the making of the table.
Some philosophers, having found that neither occupation, natural law,
1
E. R. Seligmann, "Theory of Property," taken from Selected Readings
in Economics (New Jersey, 1958), pp. 159-61.
7
nor labor theory could give valid title to private property, put forward
the "legal theory" of private property ownership. This rested on the fact
that whatever is recognized by law is "rightfully private property."
This is obviously not an economic doctrine. It does not justify
private ownership of property. "The legal theory tells us what property
is, not why it is, not what it should be.*^
We are now finally led to the "social utility theory." The theory is
that in all communities, however modern, the individual is helpless as
against society. His freedom is very much conditioned by the interests and
concepts of the society in which he lives. This again brings in the social
context in man's social activities. Whatever the individual is allowed to
do by the society, it is because society is conscious of the fact that what
he does is in no way contrary to the social interest.
The growth of private property and that of private enterprise has been
closely inter-connected: "...the more private enterprise has thrived, the
stronger its stimulative effect on the rise of private property has been.
As a result, private features held enjointly have developed into a meaning¬




In this section we make a survey of the historical development of eco¬
nomic ideals and activities since the feudal period to the present. We do




Unger Suranyi, Comparative Economic Systems (New York, 1952)»
p. 222.
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enteiTprise or socialism is better than the other. Our aim is to emphasize
or point out the continuity of some sort of a mixed economy in order to
enable us to establish the main thesis for advocating an organized mixed
economy as the best system for the underdeveloped countries. The facts
which will be brought up in this section as well as in Chapter III are
Intended to give only a historiceil background of the mixed economy.
Starting with the feudal era of the Middle Ages, we find the socio¬
economic-super structure, to use Marx's language, organized from the top,
the masses of the people being largely servants of the lords and king. The
king or the lords owned all the property. The laborers exchanged labor
for subsistence and protection. Feudalism in Western Europe disappeared
about the fifteenth and sixteenth centuries.^ During this period there
emerged centralized control of economic activity by the city, state and
national governments. Thus, the development of increased government
activity in promoting trade and business grew and found concrete expression
in the mercantilist system. It was believed that the growth of national
wealth and power could best be enhanced by instituting extensive government
regulations over trade and commerce. Mercantalism, though never a definite
unified body of doctrine, influenced Exirope from the 16th to the 18th
century.
We later obsei*ve a shift from a msui-made law back to the natural law.
This fundamental change may be partly due to a natural reaction as opposition
to the excessive restrictions imposed upon the individual under the mercan¬
tilist system. Nonetheless it also reflected the influence that was taking
shape in the field of natural science. Men such as Galelio, Kepler, and
_
H. G. Moulton, Controlling Factors in Economic Development (Washing¬
ton, 1949), pp. 150-58.
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Newton discovered and stated some basic laws governing the physical world.
These scientific discoveries had profound influence upon men's minds and
ideas in other fields of thought. The question arose whether man was not
as much a part of and subject to am ordered universe as the physicad earth
on which he had his place.
The result is the development of a philosophy seeking to make the
individual rather tham the state the central source of power even in eco¬
nomic affairs. William Godwin held that it was the duty of society to
Interpret, and not to make, law. Nature, according to his view, had ail-
ready decreed adl things. Rousseau, in his "social contract" propounded
the concept that all social institutions were vicious in their effects upon
"free-born" man.
In the economic field, Adam Smith the Scottish philosopher, writing in
1776, stated that a "divine" or "invisible" hand under conditions of Laissez-
Faire would promote welfare.
This was an era when Laissez-Faire was in full swing. The doctrine
found concrete support from the Classical School. Adam Smith was undoubt¬
edly the foremost exponent of this economic liberalism for he had deep faith
in Laissez-Faire and natural laws. Whatever is natural, according to him,
is good. Economic growth is spontaneous. Various institutions - use of
money, accumulation of capital and division of labor - are natural factors.
They are not creations of anybody. Guided by self-interest, millions of men
lead to a spontaneous development of their economy. The individual is the
best judge of his action. If he is left to himself there will be promotion
of maximum good of that person. A government cannot know what is good for
the individual.
Smith became a great opponent of State interference in the economic
10
field. In Chapter III of his Wealth of Nations we read this conclusion
based on three grounds; (a) spendthrift propensity of government, (b) re¬
moteness precluding minuteness of attention that is required for success,
and (c) inefficiency of administration because of negligence, thriftless¬
ness of its agents.
Adam Smith, however, did not rule out completely the function of the
state. The state should take up matters of defense of the country against
violence and invasion of foreigners; administration of law and justice, and
maintenance of certain public works and institutions which it could never
be for the interest of any individual to erect and maintain. Excepting in
these three fields the rest of human activity should be left to the indivi¬
dual.
Smith was no dogmatist in his support of economic liberalism. He
thought competition must keep its activities within the limits of justice.
He opposed monopoly. Non-interference was for him a principle rather than
a general rule. "These exertions of natural liberty of a few individuals
which might endanger the security of the whole society are and ought to be
restrained by the laws of government,"^
The other members of the classical school such as McCulloch, Mill, and
Senior also were inclined to support some government activities in the eco¬
nomy. For instance McCulloch was in favor of the limitations of dividends
of public utility companies. Of public utilities in general, John Stuart
Mill said, "...a government which concedes such monopoly unreserved to a
private company does much the same thing as if it allowed an individual or
association to levy any tax they chose, for their own benefit..."^
1
Adam Smith, Wealth of Nations (New York, 1901), p. 374.
2
L. Robbins, Theory of Economic Policy (London, 1953), p. 58.
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McCulloch further points out: "The principle of Laissez-Faire may be
safely trusted to in some things but in many more it is wholly inapplicable;
and to appeal to it on all occasions savours more of the policy of a parrot
than of a statesman or a philosopher."^
In a more vehement voice, Senior speaks; "It is the duty of a govern¬
ment to do whatever is conducible to the welfare of the governed. The
only limit to this is power, ... it appears to me that the most fatal of all
errors would be the general admission of the proposition that a government
has no right to interfere for any purpose except for that of affording pro-
tectioh, for such an admission would be preventing our profiting by experi-
2
ence, and even from acquiring it."
It is evident from the views expressed by some members of the classical
school that there has been an element of continuity regarding justification
for some government interference in the economic life of a nation.
The later school of critics of the classical thought opposed their
cosmopolitan outlook while more emphasis on government or public role in
economic affairs was merely a further development of what had already been
hinted to by the classical thinkers. Among these critics we find conserva¬
tives who advocated reforms only, radicals who rejected individualism auid
pleaded for some kind of socialization of property or enterprises and the
nationalists who favored interference by state particularly emphasizing the
importance of protectionism.
Leonsurd Simonde de Sismondi was the most influential of the conserva¬






it creates a gulf between the "haves" and the "have-nots," and encourages
concentration and exploitation. Capitalists are helped by the amount of
capital at their disposal. This leads to an economic crisis. Incidental¬
ly this view is akin to Marxian view of exploitation of labor. He was mild
in his attacks and advocated certain general reforms such as adjustment of
production to revenue, shortening of hours of work, improvement of labor
relations.
Karl Marx went to the other extreme. He asked for a complete nation¬
alization of the economy.
The next important person is Frederick List, the German economist. In
his famous book. National System of Political Economy, he dealt in details
with (1) international commerce, (2) functions of government in matters of
trade and (3) Germany's custom union. List's strong views in support of
protectionism were very strong. They have in fact laid down the foundation
for the modern concept of protection for infant industries. List, however,
did not regard protection as an end in itself. To him it was an instrument
to an end. That end was free international trade among equally industri¬
alized nations.
We thus see throughout the history of economic doctrines an element
of ethics regarding what is "just." Whether it is the "distributive justice"
since the times of Thomas Aquinas, or the glorification of the "indivisible
hand" by Adam Smith, or the "just distribution" of the Socialist Doctrines
embracing the Utopians, State Socialists, Marxian, Neo-Marxian, Neo-Socia¬
list, welfare economists, it is the same cry for justice.^
We continue to hear this cry for what is, or should be, just until
today when we stand on a watershed between two opposing forces of free
^H. Skala's lecture on, "What you Should Know About Economics,"
Atlanta University, Atlanta, Georgia, 1959.
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CHAPTER III
This Chapter will be divided into two sections. The first section
gives a brief account showing how the state has always put restrictions on
economic activity of a nation. The second section will indicate some
practical steps which have been taken by a number of countries in the di¬
rection of economic controls or regulation during the last few decades.
Section 1
In Chapter II we have seen how private property has been a recognized
institution and how it has been enshrined in all economic systems, whether
feudal, capitalist or otherwise. We have evidence also that throughout
history no single economic system has been able to function purely without
some kind of restrictions or regulations imposed by some authority; a king,
chief or state. Governments have in certain cases received benefits for
their services either by way of tax or duties, etc. Restrictions are as
old as the economic systems. Every law that is enacted is in fact a re¬
striction on economic, social or political freedom. When for example, the
ancient Roman law grsmted the right to owner of a property to use a road on
the land of another person, it thereby restricted the right of the other.
What Jevons calls:
'The evolutionist doctrine of freedom' has hardly a simpler or more
effective illustration than the history of restrictions on labor. They
were implied in the medieval conception of unquestioned state control,
and in the despotic theories of the new monarchy and discouraged si¬
multaneously with the growth of philosophical ideas of liberty before
^d after the French Revolution.^




In Europe the state was of supreme importance for the development of
the economic system known as capitalism. Actually Karl Marx used the word
capitalism as a sort of epithet for describing the whole of the nineteenth
century European society. The capitalist activity was directly or in¬
directly promoted by the state. Mercantilism itself was at the height of
an era when the state worked effectively as an economic organization, as
Colbert pointed out: "I believe that agreement is fixed upon the principle
that it is only the abundance of money in a state that determines its
greatness and power.
The Physiocrats - the French economists like Quesnay and Turgot -
demanded that the government should pay attention to the development of
extractive industries, especially agriculture as against promoting manu¬
facturing and commerce. Earlier in this work we showed how even Laissez-
Faire advocates such as Adam Smith could accept state interference in some
fields like public services; curbing monopolistic tendencies and so on.
Among most communities in some parts of Africa where even today methods of
agriculture are still primitive, there has been found in varying degrees a
complex mixture of communal and individual economic activities. The indi¬
vidual may have a small farm on which to plough, and may graze his cattle
freely on common land. In principle, however, all land belongs to the com¬
munity as a whole. The chief or headman in whose power it is entrusted has
the over-riding say over the use of the land. As an illustration of this
practice, we quote what King Moshoeshoe of the Basuto said about land
tenure systems in his country:
...we do not barter the land for it is not the custom of us Basuto
to do so. According to our custom the land belongs to all the people;
i
F. L. Nassabaum, A History of Economic Institutions of Modern Europe
(New York, 1935), p. 65.
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it is bequeaiihed to our prosperity; it is not disposed of by bargain and
it is not our habit to define limits in it.^
Section 2
During the last fifty years or so various governments have taken steps
to interfere in the economic life despite strong opposition on the part of
the advocates of free enterprise. The conflict between individual and
social interests is largely responsible for continued and growing govern¬
ment interference in the economy. In fact we find that while free enter¬
prise may work to organize men and materials in an efficient manner to pro¬
mote social welfare, often it gives rise to social evils. In some cases
profit is made by misleading and black marketing, monopoly, deceiving the
consumer, adulteration and by exploiting labor. The cummulative effects of
all these practices together with the profit-seeking activities of capi¬
talist enterprises when allowed to operate without an effective social
control, shape the economic organization of a country "along lines which
contribute most to the immediate commercial interests.
Encroachment by some governments on the economy has become a dominant
issue. The development of this tendency has been going on in many countries
in different ways. For instance we hear from Professor Frank Parsons;
Real public ownership is the very essence of democracy. Instead of
debasing human nature by conflict and corruption, and dividing men
into masters and mastered, it brings men together in a union of inter¬
est, accords to all a share in the development arising from the exercise
of judgement and discretion in the control of business affairs, and
affords the cooperative conditions necessary for the highest traits of
conscience and character.3
_
George Padmore, How Britain Rules Africa (London, 1936), p. 146.
2
Vernon A. Mund, Government and Business (New York, 1950), p. 138.
3
F. E. Lawley, The Growth of Collective Economy. Vol. 1 (London,
1938), p. XVII.
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Mr. J. Ramsay Macdonald, once the Prime Minister of England, stated
that:
The success of nationalization, both in the fonn of state and of
municipal property and control, has been established beyond a per-
adventure, and the harder we harmer that into the minds of the people
more successful shall we be...l
The Spanish Constitution created by the Cortes in 1931 put it bluntly
that wealth aind property were sub-ordinated to the national interest. The
text read:
(l) The entire wealth of the country shall be subordinated to the
interest of the nation; (2) all kinds of property shall be subject to
expropriation with adequate compensation unless othejTwise provided by
law voted by the Cortes; (3) the public services may be nationalized
when necessary and the state may intervene in the working and co¬
ordination of industry as required by the interests of production and
national econon^r. Property shall not be confiscated.^
It was perhaps President Roosevelt who brought the point nearer home
when he made an important message to the Congress on January 4, 1935, when
he spoke of the;
...movement toward a new order, in a time of world-wide change
creating problems for vfoich the masters of the old practice and theory
were unprepared... We have not weeded out the over privileged, eind we
have not lifted up the under-privileged. Americans must forswear that
conception of acquisition of wealth which through excessive profits
creates undue private affairs, and to our misfortune, over public
affairs as well... We must put behind industrial recovery the impulse
of large expenditures in government undertakings.^
We now proceed to cite a few examples of actual practical steps which
have been taken by some countries to implement a haphazard mixed economy.
In 1935 the Netherlands government passed a bill to provide for the








subscription. The Company would be managed by a committee of representa¬
tives of the Mnisters of Industries, Commerce and Navigation, and Finance
aided by an investigation office to "study, with workers' organizations
the wage policy of undertakings aided.In Norway nationalization of
railways began as far back as 1897.
Sir John Reith in his report to the then South, African Premier re¬
commended the formation of public corporation whose purpose was to carry
out the work of the South African Broadcasting Company. The government
also formed the South African Steel emd Iron Industrial Corporation, Ltd.
(authorized capital: five and a half million pounds), which it owned, and
operated under commercial conditions. The government felt that there was
need for adequate national organization regarding this basic industry.
Belgium has owned the main railways since 1926: "The Crown appoints
the directors which include labor representatives, and parliament appoints
a Supervisory Board of six commissioners, the state owning all ordinaiy
2
shares and having full control..."
In Australia the Federal Government owns the Commonwealth Bsuak. Also
a 1932 Act placed the New South Wales coal mines and certain state loans,
tinder the control of a specially created board.
By an Act of 1933 the government of Canada: "Provided the appointment
of three trustees, with a full time chairman, in whom the direction and
control of the Canadian National Railways were vested, replacing the former








In 1933 the ^]anchukuo government initiated a program whereby all key
industries as well as public utility undertaking, should be "nationalized
and run by specially chartered corporations."^
Within the framework of a haphazard mixed economy system there has
developed since World War I, particularly in Germany, "mixed undertakings"
in which the state or other public authority like a municipality owns part
of the concern. Usually during periods of inflation or depression govern¬
ments have resorted to this method. In May, 1931, Berlin municipality had
to turn its electricity works into a "mixed" concern, Berlin Power eind Light
Company, "to facilitate the raising of capital and supply greater Berlin
with power.
In Hungary before the country fell into the hands of a communist govern¬
ment, the state owned shares in several railways, financial Institutions euid
various cooperative underteikings. For example, in 1916 the state founded,
with the big banks, the central office of Financial Institutes to "help
stricken financial undertakings."^
Today the control of currency and credit in many countries is vested
in one central bank which directly or indirectly is controlled by the
government. Power in the United States is for instance largely controlled
by the government.
From the above account, it suffices to say that a steady but definite
groTvth of the mixed economy of a haphazard form has been taking place. The







bring into an orderly and systematic arrangement what has been hitherto
existing for a long time. The issue now is to recognize this long stand¬
ing dualism in the economy and give it a new meaning and content in under¬
developed countries whose governments uphold democratic principles.
CHAPTER IV
Every government has to decide whether it favors competition or mono¬
poly, large scale industries or small ones; how to use resources in order
to determine the conservation of them respecting the development of basic
resources, and how much it is willing or pressed by circumstances to take
a larger or smaller part in the economic life of the nation. These pro¬
blems confront both the totalitarian and democratic governments alike. In
this Chapter we wish to present the way in which under a planned system
along democratic lines the mixed economy may become an organized system,
rather than remain a haphazard one.
In doing so, we prefer to make one important observation; what is
called capitalism is not necessarily the same as it was yesterday, neither
is socialism as it exists in Russia or China incapable of willingness to
change Marxian dogmas. Thus, we are dealing in fact with a world which is
no where consistent neither with itself nor with its principles. If the
mixed economy should appear still confusing to many, it is only because in¬
consistency is inherent in all the systems.
The mixed economy as defined in the introductory chapter describes an
arrangement or rearrangement of the economic power within a nation in such
a way as to constitute a co-existence between the interests of public and
private sectors. The mixed economy we have in mind necessarily should be
planned. It must be a system chosen by the nation. The role assigned to
each sector has to be consciously chosen.
The mixed economy should be looked upon as an outcome of the study of
capitalist auid socialist systems. It is a system resulting out of a
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process of eliminating what is "asocietL" — to borrow A. P. Lemer's word —
in both socialism and capitalism.
The starting point of the mixed economy was the study of capitalist
economy. Dissatisfaction with some of the aspects of capitalism gave rise
to searching for new and better substitutes to capitalism. Despite the
fact that capitalism has made tremendous achievements in the developaoent of
industry and technology, it has been found to be wanting in many ways.
Often the resources have not been used for the best economic result. "Pro¬
duction is carried on wastefully and without adequate plan.In some
cases the rich tend to influence the affairs of government to suit their
own interests, "...a regime of private property makes the state very
largely an institution dominated by the owners of private property, and
that it protects the will and purpose of those owners."^
Although it does not necessarily follow that free competition always
brings about duplication, yet it does happen that the concentration of pro¬
duction and capital often develops until it creates monopoly.
As a protest against this concentration of property rights socialism
was put forward as an alternative.
On the other hand, the communistic Russian system of plemning has been
found also inapplicable to the kind of economic institution needed to bring
about a system of economic welfare. What was needed was a mixture of what
was good in each of the old systems — capitalism and socialism. Thus,
neither capitalism nor socialism as a separate entity could work. Socialism
as it has been practiced in Russia has no doubt exhibited unparalleled in¬
tolerance against any criticism of, and opposition to, government policies.
_




In general, under socialism the consumer's choice of merchandise is re¬
placed by uniformity without probably respecting his tastes and needs.
Such an arrangement is untenable and illogical because, "most consumers'
purposes are ethically indifferent.
Under a mixed economy we envisage, the existence of both private and
public sectors would be properly controlled and adjusted, and wotild in
fact receive equal attention. The plea is not that a mixed economy is to
be a perfect economy; in fact, it should be an "impure" economy because it
has to be a combination of what is relevant to the needs of our model. For
example, in the nationalized industries the problems of labor discipline
as well as the right to strike would still exist.
The mixed economy is to be based on the acceptance of the fact that no
economic dogma is pragmatically good for all times, at all places. In a
sense it is an attempt to find out what serves the man best. It is as
A. P. Lerner says, a "service economy." Consciously a mixed economy, of
our type, should reject nothing and accept nothing as dogmatically perfect.
Concretely the system which starts with this concept would have
certain fundamental features:
1. The process of socialization would not have to be a principle but
rather a matter of choice.
2. The market mechanism would not be abolished.
While the public sector, we believe, should comprise most of the
industries and enterprises, its extent would largely be determined by the
behavior of the private sector. In the initial stages it would be the aim
of government to remove those impediments which stand in the way of econo¬
mic growth. That means for example, conditions bordering on Laissez-Faire
_
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economy should be as far as possible erradicated. Without the removal of
such conditions it would be difficult for a poor and underdeveloped nation
to be able to attain the necessary socio-economic goals at the desired
rate of development.
As regards the market mechanism, the conditions of demand and supply
on the market would not have to be strictly interfered with. There should
be no compulsory labor. Wages even in the public sector should be deter¬
mined through the usual process of bargaining between the trade unions and
the employers or management. Profits would depend on what the market would
bear.
Resources and services would be allocated in such a way that planning
is done both for the private and public sectors of the economy. This kind
of economic arrangement does not mean, or lead to, collectivism — expropria¬
tion of all the instruments of production and bringing them under the
collective control and ownership of the society. The mixed economy implies
the "deliberate application of whatever policy will best serve the sociail
interest.
Regulations exist even in many capitalist countries. There are, for
instance, regulations of public utilities, food laws, income taxes, social
security, etc. Yet the economy may remain "uncontrolled" because all these
measures are only partially applied and the economic activity continues to
be organized by private individuals or corporations. The responsibility of
the government to control all the resources of the nation and to see that
they are utilized in the best possible way is still limited in a free en¬
terprise economy. Under the existing forms of a mixed economy in capitalist




of private enterprises, who are mainly concerned with maximizing their
profits. Under the program of a plainned mixed economy the principal duty
of the government would be to ensure employment, abolish monopoly and
poverty and take steps to diminish, by way of income distribution, the
greatest inequality of incomes and wealth. Monopoly as it is mostly
practiced and all the accompanying exploitations and waste should be put
to an end, while care should be taken at the same time not to unduly harass
private business by an unsympathetic bureaucracy.
It is opposed to dogmas existing on both sides — private enterprise
and collectivism. All problems in a planned mixed economy would be ex¬
amined item by item according to their priorities. There should be as far
as possible a harmonious mixing of all the elements; there should be co¬
ordination of the measures and enterprises. In other words social inter¬
ests should respect inherent, but useful long standing institutions based
on private interests.
Some control must be strategic. For instance, control of investment
must be applied where most important evils of an unplanned economy prevail.
However, schemes of priority lies outside our task in this chapter. None¬
theless, this much is certain, that if government would control major plants,
it would automatically control almost the entire economic life without
necessarily going full length into the policy of nationalization. The
growth of power, 8ind gigantic plants like atomic energy, and power in all
its phases, very much determine economic direction of resources. And most
power in many countries, including the United States, is either government
controlled or owned.
The problem of monetary policy in a mixed economy will not be dealt
with in this thesis for the fact that little work has been done in this
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field respecting this aspect. Nevertheless, we suppose that the process
of budgetary planning would be the same as in Laissez-Faire economy. The
same budget machinery today has become a useful Instrument in effecting
economic control; and, so is bank rate, export and import control, etc.
With tnaYimuTn awareness of each of these manipiilations, it would be less
complex for the government to run the economy.
To find the line of demarcation between public and private sectors in
a mixed economy is not easy. It only amounts to restating our view that a
mixed economy means no more than finding a proper division of control be¬
tween public and private sectors. Such a position is difficult to define
because it would depend much on the political and social forces prevailing
in a particular country. These forces lie outside purely economic consid¬
erations, In general we can only suggest that the government must be strong
enough not to be Intimidated by any group. Instead the desire to base the
economy on the social general interest to raise the living standards in
underdeveloped areas must be the criterion in determining economic set up
in a mixed economy. The success of the mixed economy will depend largely
on self imposed limitations based on democratic institutions which in turn
are determined by the people's reaction to such methods of persuasion.
By harmonizing conflicting interests between the radical and conserva¬
tive elements in a newly independent state through a planned mixed economy,
it is possible to introduce an era of peaceful economic and socieQ. recon¬
struction while avoiding tendencies that may otherwise threaten individual
freedom. Moreover, we have an example of India where an experiment of this
economic and social revolution is being made. The results in India so far
show sociad and political stability and tolerance which are probably un¬
equalled anywhere in the newly independent nations. How India goes about
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tackling her economic and social problems is therefore of significant im¬
portance to other underdeveloped countries.
CHAPTER V
In this Chapter we intend to outline the mixed economy as it has been
planned in India. We shall examine India's economic policies as enunciat¬
ed in both 1948 and 1956 Government of India Economic Policy statements and
in so far as they affect the overall planned economy.
India achieved independence in August, 1947. Since then the biggest
task for the Indian government and the people has been the problem of up¬
lifting the living standards through industrialization and general economic
development.
The Constitution of India states that the state shall direct its
policy in such a manner as to ensure that all citizens have adequate means
of livelihood, and that the operations of economic system do not bring about
concentration of wealth and production to the common advantage.
To achieve this aim the central government has been given power for
"economic and social planning.
The 1948 Economic Policy Declaration introduced a mixed economy which
was to be planned by the government. The enterprises were categorized
under two sectors - public and private. Planning, it was felt, was es¬
sential in order to strengthen the base of the economy in the least possible
time. The issue was not that of dividing economic interests into public and
private sectors. As the Prime Minister of India pointed out, it was more
than that.
1
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Forgetting the words 'public sector' and 'private sector,' the
main thing is that economic power should not be concentrated in
private hands, that vested interests should not grow up in regard to
ainy strategic or socially important matter, and there should be a
dispersal of economic power in order to avoid the development of
monopolies.^
The Indian planners were aware of the two systems of economic develop¬
ment. There was the method used by Russia and the People's Republic of
China, which undoutedly had produced economic results at a pace unparallel¬
ed in speed, and which no previous method had achieved. Taken at its face
value this method looked attractive. The basis of the Russian method lies
of course in suppressing consumption pari passu with the increase in pro¬
duction of capital goods. When consumption is thus forcibly held down, the
surplus of investment continues to increase rapidly in sui almost geometric
progression. Under strong and aggressive dictatorship it is conceivable to
subject people to such situation, wherein they can restrict consumption up
to the conditions of poverty. However, in an atmosphere of democratic
planning, such as India's coersive methods would meet with fierce opposi¬
tion from the people.
The other method, the older one, is the system of Laissez-Faire,
private enterprise, under which Western Europe and the United States of
America were developed since the period of Industrial Revolution until the
beginning of the 20th century. Laissez-Faire capitalism has of course
undergone tremendous changes until today when we find it restricted ty
government regulations or control of some kind. Though it had the advan¬
tage of time and peace, capitalism has made equal, if not superior achieve¬
ments. Marx observed;
1
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The bourgeousie... has been the first to show what man's activities
can bring about. It has accomplished wonders far surpassing Egyptian
Pyramids, Roman acqueducts and Gothic cathedrals... The bourgeousie
draws all nations... into civilization... It has created enormous
cities and thus rescued a considerable part of the population from
the idiocy of rural life... The bourgeousie, during its rule of
scarce one hundred years, has created more massive and more colossal
productive forces than have all preceding generations together.^
Like other xmderdeveloped countries, India, found herself placed in
different circumstances from those which surrounded Western Europe and the
United States in the 19th century. Gunnar f^dal makes the distinction
very clear stating that the countries of Europe did not start as democra¬
cies based on universal suffrage and had no equal pressure of population
2
as India. Trade unions or social forces which may make Inequality of
incomes socially unacceptable were not known or at least not powerful.
Thus, wedded to popular democratic concept, India was to carve out her
own economic system suited more or less to her conditions. Neither the
Russian totalitarian socialistic way nor the free enterprise with a few
governmental measures was applicable to Indian requirements. She stroye to
select what was good for herself from both systems. Thus, the mixed eco¬
nomy was given a new orientation and content under a parliamentary govern¬
ment.
The 1948 Industrial Policy Resolution was therefore to lay down the
guiding principles as well as the essential bases of economic planning in
India. Respective spheres of the state and private enterprise were de¬
fined. The role and importance of private enterprise was explicitly re¬
cognized. The statement also pointed out that properly directed and
1
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regulated, private enterprise "has a valuable role to play.
On the part of the government, it was important to dispel the mis¬
apprehension and misunderstanding that public sector would ultimately
swallow the private enterprise in an economy attended by powerful public
bias. In consequence the government officials stated time and again that
except in respect to the msuaufacture of arms and amunition, production and
control of atomic energy and the ownership of railways which were to be ex¬
clusively monopolized by the central government, private enterprise would
be left to function over a sufficiently wide field and for a long time to
come. Dr. John Matthai, the Finance Minister of India, addressing the
annual meeting of the Associated Chamber of Commerce in December, 1948,
pointed out that:
The government's Industrial Policy contemplates a combination of
both private and public enterprise... There is no sufficient ground
for the apprehension that there is less scope hereafter in the country
for private enterprise. ...the extent to which private enterprise
will function in future will be determined by the logic of facts,
rather than by considerations of policy or ideology.2
In his speech to the Federation of Indian Chamber of Commerce and
Industry, on March 4, 1949, I'lr. Nehru, the Prime Mnister of India, made
this important observation:
We (government) felt that the resources we had would be far better
used in starting new basic industries or new big schemes, as we have
in view, than in merely transferring the ownership of some industries
from private to the state control. So, in balance, we thought we
would maintain those private industries and give them every encourage¬
ment. ^
1
The Economic Adviser to the Goveriunent of India, Governmental Meas¬






The Industrial Policy Statement also recognized the fact that of let¬
ting in. foreign capital and enterprise, particularly in so far as industrial
technique and knowledge are concerned. It was felt that such a participa¬
tion by foreign enterprises would help to develop rapid industrialization
of the country. Foreign capitsuL should not bring with it conditions that
might affect the national or international policies of the government in
any form or guise. It was clearly stated that management and control of
such enterprises would be in Indian hands. Eventually trained Indian
personnel would replace foreign experts. This view would affect only new
enterprises. No effective steps were likely to be taken to restrict the
already existing concerns. In the event of nationalization, the govern¬
ment made an assurance that there would beno discrimination in compensation
between home and foreign enterprises.
The Indian approach is in contrast to the Russiaua aim of industrial¬
ization. In Russia industrialization was clearly defined as a path
towards socialism. Stalin made this clear in November, 1929: "We are ad¬
vancing full steam ahead along the path of industrialization to socialism,
leaving behind the age-long Russian backwardness..."^ India's economic
policy also differs from that of Peoples' China both in methods and aims.
Article 31 of the Constitution of China states clearly: "Private capital
p
will be encouraged to develop in the direction of state-capitalism."
Similarly, Article 3 of the Common Program made it specific that the
government "must confiscate bureaucratic capital and put it into the
1
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possession of the peoples' state.
The Indian Industrial Policy of 1948 placed Industries into four
categories. In the first came industries exclusively owned by the central
government. These were: the manufacture of arms and ammunition, production
Sind control of atomic energy, ownership and management of railway trans¬
port, and only for the duration of an emergency in any industry vital for
national defense.
The second category includes the key industries of basic character,
coal, iron and steel, manufacturing of air craft, telephone, telegraph and
wireless apparatus, ship building.
In this category it was pointed out that the state would invite the
cooperation of private enterprise where necessary. The third category of
industries is to be subjected to state regulation and control. It includes
salt, automobiles, tractors, prime movers, electric engineering, other
heavy machinery, machine tools, heavy chemicals, fertilizers and phama-
ceutical drugs, electro-chemical industries, non-ferous metals, rubber
manufacturers, power and industrial alcohol, cotton and woolen textiles,
cement, sugar, paper auid newsprint, air and sea transport, minerals and
industries related to defense.*’
The fourth category of industries, was presumed to be developed by
prlva’te enterprise without any regulation and control. Such types of in¬
dustrial enterprise as the large river-valley developments by reason of
their great magnitude were to be undertaken by the government.
It became necessary to implement the machinery and procedure of the
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assume this power. Under the special law industries to be brought under
regulation were specified. The Bill also provided for registration of
existing industrial undertakings, whether privately or publicly owned,
within six months from commencement of the Act. Subject to conditions as
to the location of the undertaking and the minimum stauidards regarding
size, the Bill also provided for the licencing of new undertakings owned
by private individuals. Licencing included even a substantial extension
or expansion of any industry.
Under the Act the machinery for carrying out these general purposes
was in the Central Industries Board, consisting of a chairman and two
other members - all to be appointed by the central government. The Board
would exercise all the powers and functions of granting licences.
In March, 1950, the government of India established a Planning Com¬
mission to advise it on ways how to implement the fundamental principles as
embodied in the Constitution and to "provide a rapid rise in the standard
of living of the people by effecient exploitation of the resources of the
country, increasing production, and offering opportunities to all for em¬
ployment in the service of the community.
After one year of assessing the resources of the country and formulat¬
ing a plan for their development according to priorities, the Planning Com¬
mission presented its recommendations to the government. The draft outline
of development was to last five years from April, 1951, through March, 1956.
Essentially the plan was a series of development projects to be undertaken
by the government, including those already under way, some of which were




estimated at about Rs 2,069 crores the public outlay for the most urgent
projects that would strengthen the foundation of Indian economy and public
services. The figure was increased in 1953 by Rs 180 crores to a total of
Rs 2,249 crores with a view to reduce unemployment, and it was again in¬
creased to Rs 2,356 crores later on. Among other things, the planning
commission had to take into account the "close relationship between the
rates of development and the requirements of resources in the public and
in private sectors..,"^
Concrete measures were taken in pursuance of this policy;
1. In October, 1948, Several tax concessions were given to in¬
dustries; for example, the Import duty on industrial raw ma¬
terials was abolished; a 10 to 15 reduction in the import duty
was to be exempted from tax on profits for five years up to a
limit of 6 per cent of capital.
2. The Industrial Finance Corporation was set up in July, 1948,
for providing finance for large scale industries.
3. In 1949, the Fiscal Commission was set up to work out suitable
fiscal policies for India. Following its recommendation the
Indian Tariff Commission was formed in 1952.
4. Establishment of national laboratories to conduct research be¬
yond the capacity of private business was made.
5. The Industries (Development and Regulations) Act was passed in
1953 to regulate the industries in the private sector.
1
Ibid., P. C. Jain, p. 660.
36
Scheme of Priorities in the
First Five lear Plan
The Planning Commission pointed out that in subsequent 12-year period
ending 1967-68, it should be feasible to "deviate not 20 but 50 per cent
of the additional income every year to capital formation.
In order to secure increase in the national dividend and the per
capita income the revised First Five Year Plan provided Rs 2,356 crores
outlay on development schemes.
Definite targets have been set for the public sector while targets in
the private sector have only been indicated in general terms and the private
sector was expected to attain these targets and to find financial resources
for them. Government is only to help indirectly and merely watch the
2
developments.
The final plan which was presented to parliament in December, 1952,
showed that highest priority had been given to agriculture, followed by
transport and communications, and social services as indicated in Table 1.
The outlay on agriculture, irrigation and power accounts for 43.2
per cent of the total on transport and communications for 23.6 per cent on
social services for 22 per cent and industry for 7.6 per cent.
The planning commission justified more emphasis on agriculture be¬
cause without a substantial increase in the production of food and of raw
materials a higher rate of industrial development might not be sustained.
"It is necessary to strengthen the economy at the base and to create a





sustained employment in the other sectors. ri
1
TABLE I
OUTLAY DURING 1951 - 1956 UNDER THE







Outlay(RsCrores) PerG ntof Total Outlay(RsCrores) PerC ntof Total Outlay(RsCrores) PerC ntof Total
Agriculture and Com-
munity Development 360.43 17.4 373.7 16.6 357 15.1
Irrigation and Power 561.41 27.2 616.8 27.4 661 28.1
Transport and Com-
munications 497.10 24.0 539.9 23.9 557 23.6
Industry 173.04 8.4 178.1 7.9 179 7.6
Social Services amd
Rehabilitation 424.81 20.5 489.4 21.8 533 22.6
Miscellaneous 51.99 2.5 55.0 2.4 69 3.0
TOTAL 2068.78 100 2248.9 100 2356 100
Source: Government of India First Five Year Plan, 1951.
Criticism of the Plan
India's First Five Year Plan is a bold plan for the agricultural and
industrial development of the country. Because of the paucity of efficient
statistical information and inadequate resources, the plan could not have
been better. The taxable capacity of the people is very low. In a poor
country where income of the people is inadequate to make ends meet, it is
Second Five Year Plan (New Delhi, 1955), p. 5.
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rather expecting too much of the peoples' income to be devoted to investment.
The plan calls for investment of 20 per cent of the additional income every
year in 1951 - 1956 as compared to 5 per cent in the base years, 1950 -
1951.
There is, however, more serious criticism against the plan.
1. By giving greater emphasis to agricvilture the plan assumes that
India's industrial development is already substantial. This is
not the case.
2. The plan leaves most of the industries in the hands of the
private enterprise while it does not provide any organization
for enforcing the plan. For instance, some industrial and
river valley projects are in the hands of autonomous corpora¬
tions on which the government has not been able to exercise a
sufficient degree of control. Again some schemes left to the
states are in turn left to the district officials. The result
of this arrangement has not been conducive to efficient de¬
velopment of the projects.
Achievements
The basic object of the First Five Year Plan was to lay the founda¬
tion on which "a more progressive sind diversified econony could be built
up."^ Substantial achievement has been made during the plan period.
Reasonable levels in prices have been attained. Some seventeen million
acres of land have been brought under cultivation in five years. Installed
capacity for generation of power has been increased from 2.3 million KW to




National income over the last five years is estimated to have risen by
about 18 per cent as against the originally estimated 11 per cent. Develop¬
ment expenditure in the public sector during 1955-56 was two and one-half
times the level in 1951-52. More or less similar expectations have been
seen in the private sector. Last but not least, the plan has enlivened the
people with a new sense of cooperative participation for the national re¬
construction of their country.
Industrial Policy of 1956
A fresh Industrial Policy was started on April 30, 1956. Under the
new Industrial Policy the government could assume direct responsibility
for the development of industries over a far wider area than was the case
under the 1948 Policy. For instance, industries specified in the first
group, called now Schedule A in the first eind second Five Year Plans, will
be exclusively under the responsibility of the government. Industries in
Schediile B, the second group will be "progressively state-owned,"^ said at
the same time private enterprise will be expected to assist the government
in these industries. Development of industries falling outside the
schedules will be left to the initiative and enterprise of the private
sector.
The 1956 IndustrieQ. Policy and the second Five Year Plan, which began
at the same time have been received with mixed feelings. Those who
criticize the plan complain that it is unrealistic in that it reflects the
government's ambitions and designs of extending far beyond the bounds of
practicability. It would need highly trained and efficient as well as
elaborate administrative personnel on the part of the government to watch
i
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over such a wide area of economic activities.
Yet the management in the public sector is already being criticized
for inefficiency and inadequacy. Much concentration of economic power in
the hands of the government may give rise to bureaucracy and thus be a
threat to the democratic institutions themselves. India cannot afford
that. It is also pointed out by the critics that a shift in the direction
of cooperative and collective faumning may lead to state capitalism with
all its evils.
On the other hand, the new Industrial Policy has been well received in
some business circles. The division of industries into various categories
does not imply any kind of water-tight compartments of industries. In¬
evitably there is bound to be an area of overlapping as well as dovetailing
between industries in both sectors under the kind of a mixed economy in
vogue. Moreover, one would not say that the fundamental directives of
1948 have been completely overhauled in the new Policy. Professor P. C,
Mahalanobis in his Draft Recommendation for the Second Five Year Plan
states in section 17.1, regarding the expansion of the public sector: "Key
industries would be established and developed in the public sector generally
in accordance with the Industrial Policy Declaration of 1948 as interpreted
in December, 1954..."^ He further makes the plea that:
The public sector must be expanded rapidly and relatively faster than
the private sector for steady advance to a socialist pattern of eco¬
nomy. In order to make available large capital resources for invest¬
ment and national development and to facilitate the implementation of
the plan, government will be prepared to enter into such activities
as banking, insurances, foreign trade or internal trade in selected
commodities.2
1
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Regarding assurance to private sector the Draft Recommendation states
in section 18.4: "The private sector would enjoy the advantages of an
assured and growing market in an expanding economy, and thus of reduced
risks and uncertainties."^
Labor Policy
The essentials of the Labor Policy outlined in the First Five Year
Plan hold good for the Second Five Year Plan with necessary changes con¬
sonant with the aim to attain a socialist pattern of society.
In the Second Plan the present trade xmion legislation was changed in
order to ;
1. Restrict the number of outsiders in the trade unions.
2. Give unions statutory recognition under certain conditions.
3. Improve the financial base for the trade imion movement from
within its own resources.
Spending on Labor was Rs 7 crores in the First Five Year Plan, and in
the Second Plan it was Rs 26 crores. The aim is to increase labor's share
and to strengthen labor movements. Some of the main targets are: the
strengthening of trade unions; a new extensive program of workers' educa¬
tion; labor management cooperation in production problems; creating an ex¬
panded and integrated social security system; trebling of training facili¬
ties for craftmen and skilled workers, and expanding of the work of central
labor institute to "deal with industrial psychology and to continue pro-
o
ductivity studies." This program is to be supplemented by other social




Second Five Year Plan, p. 14.
42
The Labor Policy of India according to S. D. Pioneker is based on
Ghandi's principle of non-violence arbitration and adjudication to settle
labor disputes peacefully. The policy aims at increasing participation of
workers in management and make them to realize that they have common aims
with it in the general development of the country.
By an ordinance promulgated on April 30, 1949, the central government
assumed jurisdiction over industrial disputes in banks, and insurance
companies having branches in more than one state (province). Under the
Industrial Disputes Act of 1947 strikes and lockouts in the public utility
services are illegal, if they are resorted to (l) without notices being
given to the other party within six weeks of the strike or lock-out. All
strikes and lock-outs, whether in public utility services or not, are
illegal if declared during the pendency of conciliation proceedings before
a Board or Tribunal and for one week or two months respectively after the
conclusion of the proceedings and also while a settlement or award is in
operation. Illegal strikes and lock-outs are punishable by fine and im¬
prisonment.
Later, in 1950, a more comprehensive piece of legislation entitled
the Labor Relations Bill was introduced to cover all categories of em¬
ployees. Provision was made for prohibiting lightening strikes even in
establishments outside the public utilities services. A simplified form
of collective bargaining has been laid down. This legislation covers
nearly all categories of employees and all establishments working with more
than ten employees. A provision introducing three new authorities, viz;
standing conciliation boards, labor courts and the Appellate Tribunal was
made. Other provisions in the Bill were in regard to retrenchments and
go-slow policy and awards of tribunals. The motive behind this Bill is to
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build labor management on a sound basis.
Criticism has been directed against the government policy regarding
labor. Government's boosting of Indian National Trade Union Congress
at the expense of others is one of the criticisms. The government is
blamed for attempting to control industry euid labor. Undue reliance on
arbitration and adjudication in the settlement of labor disputes is said
to hamper growth of genuine trade unionism. This is in contradistinction
with free collective bargaining favored by the state itself. In any event,
as strong as the arguments sound, it would be unrealistic for controls in
a planned economy not to include labor. After all a controlled economy as
A. P. Lerner rightly assets should at least deeil with questions of labor
or employment; monopoly and distribution of income. Controls on labor in
India are therefore in agreement with the national ideal of a socialist
pattern of society. Controls are not new to India. We shall mention only
a few of those controls which came along as a result of the Economic Policy
Resolutions of 1948 and 1956 respectively.
The Mines and Minerals (Regulation and Development) Act of 1948 pro¬
vides for regulation of mines and oil fields, and development of minerals
by the central government. This does not affect, however, such states as
Hydrabad, Jumu and Kashmir, J^ysore and Travancore - Cochin. The Act applies
to all minerals except minor ones and empowers the central government to
frame rules; (l) to regulate the terms and conditions of prospecting,
licencing and mining leases; (2) to conserve and develop minerals; and (3)
to modify existing licenses and leases on payment of compensation.
The Indian Mineral Concession Rules, 1949, framed iinder the act re¬
gulate the grant by the states and by private persons; with whomsoever the
mineral right may rest, of prospecting licenses and mining leases for
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minerals other than petrolem and natural gas and "minor minerals."
The Petroleum Concession Rules, 1949, framed under the same act re¬
gulate the grant of concessions for petroleum and natural gas. There is
also control over production euid distribution of steel which is exercised
in pursuance of Iron and Steel (control of Production and Distribution)
Order, 1941, and control over "scrap" is exercised under the Iron and
Steel (scrap control) Order, 1943.
Nationalization
Professor K. T. Shah, a member of the Advisory Planning Board of the
Government of India, summarizes the reasons advanced in pursuance of a
nationalization policy as follows:
(a) Under nationalized ownership and meuiagement there would be
better co-ordination and greater economy in working the
industries;
(b) The distribution or diffusion of all industries throughout the
country so as to facilitate the fullest employment of loced
labor and activation of local material resources of every
region will be very much easier and more real;
(c) The surplus profits from such nationalized enterprise will be
available for the use of public treasury and so provide ever
expanding financial resources which tax resources cainnot pro¬
vide;
(d) The operation of nationalized industries, services or utili¬
ties will be primarily to render service or assistance to the
national economy as a whole, suid not for making profit for the
owner, as would inevitably be the case under private enterprise
(e) Only under socialized production will the fullest possible
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employment to all adult workers, in accordance the aptitude and
training of each be secured.
The above points deserve comment. Direct ownership and management of
industries by the state is questionable as regards greater economy in the
working of the industries. At present the standard of efficiency in some
nationalized industries is very low. There is also the danger of politi-
ceO. and popular pressure to which nationalized industries may be subjected.
There is again the question of lack of Incentive and initiative which many
feel is minimized under state ownership of the means of production. The
writer, however, does not fully support this contention. Incentives to work
under free enterprise may be due to fear of unemployment on the part of the
workers. The rate of capital per capita production is equal, if not
greater, in Russia for instance. Incentives and initiative are not an ex¬
clusive product of free enterprise. However, this is a lengthy argument to
be discussed.
Some State Owned Industries
In accordance with its Industrial Policy the Government of India, be¬
sides managing the railways, posts and telegrams, has set up a number of
new state-owned industries. We shall mention only a few.
1. The Sindri Fertilizer Factory was built by the state at a cost of
Rs 28 crores and is under the management of a state-owned private
limited liability company, viz; the Sindri Fertilizers Chemical
(private) Ltd. In 1956-57 it produced 334»000 lakh tons.
2. The Hindustsm Cables was established at Rupnarainpur, West Bengal
in 1954. In 1956-57, it produced 525 miles of cables.
3. The Hindustan Aircraft Ltd. was established as a joint stock
company in December, 1940. In March, 1951, the total subscribed
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capital of the company was Rs 3.8 crores, the government holding
shares worth Es 3.2 crores.
4. The Visakhapatnam Shipyard was acquired by the government from
the Scindia Steamship Navigation Company in March, 1952. The
management was entrusted to the Hindustan Shipyard Ltd., with
additional two-thirds of capital owned by the government and the
remainder by the Scindias faunily. There are also the following
industries falling under more or less similar categories; the
Intergral Coach Factory at Perambur; the Chittaranjan Locomotive
Works in West Bengal; the Bharat Electronics registered by govern¬
ment in April, 1954. Important financial institutions have been
nationalized. The Reserve Bank was nationalized on January, 1949,
under the Reserve Bank of India (Transfer to Public Ownership Act
of 1948). In July, 1955 Imperial Bank was turned into a State
Bank, while in December, 1954, Life Insurance was nationalized.
Among other things the second plan envisages the construction in the
public sector of three steel plants each of ten lakh tons ingot capacity
and the provision of facilities in one of these for the production of
450,000 tons foundry grade pig iron. The aim of the new Economic Resolu¬
tion of 1956 is to facilitate rapid industrialization in the coming years.
The policy also summarizes some of the priorities:
1. Stepping up production of iron and steel, heavy chemicals (includ¬
ing nitrogeneous fertilizers); and developing heavy engineering
and machine building industries.
2. Expanding capacity to produce aluminium cement chemical pulp,
dye stuffs, phosphoric fertilizers and essential drugs.
3. Modernizing and re-equipping of important existing industries,
such as jute and cotton textiles and sugau*.
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4. Using to the fullest all existing plant capacity now unused.
5. Expanding capacity for consumer goods production in both cottage
and small-scale industry, and in medium and larger industry.
This, however, does not mean that all the needs for first-priority
industries must be met before funds or attempt is made to help industries
of lower priority. ''Rather it means that, in balancing total investment
and effort, the emphasis given within each group of heavy and other in¬
dustries will follow this order of priority."^
These priorities are intended to guide both government owned and
private enterprises alike, through consultation with Development Councils
of major industries (there are twelve of them)...^
Financing in the Second
Five Year Plan
The cost of national development programs is Rs 7,200 crores (Rs
4,800 in the public sector, and Rs 2,400 in the private enterprise). This
appears a small sum when we remember that for instance the United States
spends roughly Rs 4*800 crores every 80 days on defense alone.
Investment in the Second Plan
The ratio of government investment to private investment in the
Plan is roughly two-thirds. This proportion does not take into account
the already existing industries under the private enterprises. Below we
show in a tabular form the allocation of investment in both private and
government sectors in the plan.
1
The Planning Commission; Government of India, The New India - Pro¬
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munity Development 175 8,8 338 8.9 513 8.8
Irrigation 100 5.0 456 12.6 556 9.7
Large Industry (Incl¬
uding Power and
Mining) 617*- 30.8 1,077 28.3 1,694 29
Small Industrial EUid
other Enterprises 100 5.0 120 3.2 220 3.8
Transport and Com¬
munications 83 4.2 1,335 35.1 1,418 24.3
Other (Social Services,
Residential Building;
Miscellaneous) 925 46.2 474 12.5 1,399 24.2
TOTAL 2,000^ 100 3,800 100 5,800^ 100
1
Power is estimated at Rs 42 crores, Rs 40 crores for mining; Rs 535
crores for industry alone.
2
For private enterprise, this item is almost entirely for construction,
including housing.
3
Plus Rs 400 crores for "stocks."
Source; Planning Commission, Government of India, 1955.
Summary
India is on her second Five Year Plan. Now we have already mentioned
some achievements during the First Five Year Plan. However, concretely
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speaking, we are not in a position to say whether planning under mixed eco¬
nomy in India has been a success or a failure. It is too early to give
judgment. The population is on the increase; and the country is faced with
the shortage of foreign resources. In May, 1958, the government announced
that the Second Five Year Plan would have to be cut down by as much as 15
per cent for lack of funds. On the other hand, there have been substantial
achievements. For instance, the private sector in the Second Five Year
Plan is on a more secure foundation. The Industrial Credit and Investment
Corporation and the eleven state Finance Corporations and the reorganiza¬
tion of the Industrial Finance Corporation will feed the private industries
’’with necessary finance and direct, guide and control the industrial de¬
velopment in accordance with the approved plan.
The greatest single achievement from the point of view of social
stability and individual freedom is the fact that social and economic
changes are taking place through parliamentary system under an atmosphere
of peace and tranquility. Nationally and internationally, India has grown
in stature and has won the respect of both the East and West. As compared
with other backward countries such as South America states, the Middle East
countries and some of her neighbor countries, Pakistan, Burma, Indonesia.
India has established a very stable government since her Independence.
However, inequality among income groups is wider than in the most
capitalist countries. There are still existing gulfs of social dlstsince
between people in different strata, the rigidity of class and caste -
though on the decline now - is ’’much more inegalitarian than in all the
richer countries including the United States, or than many of these
countries have ever been,
1
Aslan Recorder. Bombay, March 15-21, 1958, p. 112.
2
United Asia, p. 281.
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In the field of land reforms also much has been done. Over the
greatest part of the country the abolition of intermediary rights has now
been accomplished. The complex multiplicity of tenures has been reduced.
It is hoped that in the near future, small peasant owners will form the
main nucleus of cultivators. A ceiling on future acquisition of land
exists already in several states. It is hoped that in the future effective
land management arrangements will be an important factor in increasing
agricultural production and conserving the country's natural resources.
In the national extension and community project areas, special attention
is being given to these arrangements.
The economic pieinning in India is of significant importance to other
underdeveloped areas for two reasons: the first is that India has been able
to combine in nice proportions evolutionary and revolutionary, social and
economic changes; secondly, the Indian experiment is instructive at least
for the light it throws on the problems of economic development in under¬
developed and backward countries.
CHAPTER VI
THE MIXED ECONOMY FOR UNDER-DEVELOPED COUNTRIES
Throughout this discussion we have sought to show that the present
conditions of many countries call for an economic order, different from a
purely capitalist or purely socialist one, particularly in underdeveloped
countries. This need has been strengthened by the fact that in all systems
and at all times there has always existed in one form or another a kind of
complex or simple mixture of public or private interests in the econcmiic
life of every nation or tribe. In this Chapter we now submit that, in fact,
such an economic order is not only necessary but may be worked out effec¬
tively to meet major demands of the underdeveloped countries under a demo¬
cratic form of government.
We shall proceed first to point out some common general economic pro¬
blems confronting backward countries, such as are inappropriate to the
present situation. Secondly, reasons will be given why planning should be
made by governments rather than let the direction of the economy remain
mainly in the hands of private individuals. Lastly, we shall attempt to
recommend that such economic plsuaning may bring about a conscious combina¬
tion of maximum individual freedom with maximum social welfare under a
planned mixed economy.
It has already been explained in Chapter I what we mean by the term
undei*developed or backward countries. It is perhaps important to remember
that poverty, hunger, diseases, underemployment and/or unemployment, lack
of capital, low rate of saving, and insufficiency of capital and technology
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are eunong the common economic problems that face these nations. These are
real and unpleasant facts confronting millions of people. Economic poli¬
cies as well as political and social programs have to be geared toward
alleviating these basic hardships - and this has to be done as quickly as
it is practicable - or else governments will face the tragedy of being
overthrown one after smother.
Economic development demands basically the creation and investment of
capital. In underdeveloped countries production is so low that for msiny a
person it is a struggle to have one square meal a day. Thus, it is extra¬
ordinarily difficult to generate within these nations the necessary sur¬
plus to be invested for an increase of production. Where developments eire
expected to take place under non-totalitarian governments, the situation
becomes even more complex. People are not willing to part with the little
they have for the sake of hoping to be better off in some future time. Govern¬
ments have to proceed by methods of appeal and persuation. This makes it
imperative for these countries to look for economic aid from the advanced
countries as far as these are ready and able to offer such aid, skills or
technical "know how" has to be Imported from advanced nations along more or
less the same lines.
Planning is essential for various reasons. The basic reason is that
resources are always scarce as compared to wantsj development targets have
to be undertaken on the basis of their economic and social priorities. In
most underdeveloped countries private capitalists are usually very small in
number and have meager resoiirces. Capital is therefore usually shy about
venturing into big programs entailing great risks. Training of personnel
on a large scale in order to meet the immediate economic and administrative
needs is too expensive for private capitalists in these areas; political
and social habits or attitudes tend to favor establishment of egalitarian
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societies bordering on socialist or semi-socialist lines, as Mr. Nehru,
the Prime Minister of India, puts it: "Capitalism not only brings petty
conflicts in its train, resulting sometimes in major conflicts, but also
is opposed to the basic urge of modern man for social justice.,."^
Under such circumstances economic planning necessarily has to be part
of the government program, as Gunnar %rdal points out in his article on
"Economic Planning in India." It is a coordinated system of political
decisions.
The technical work has no other purpose them to prepare for such
political decisions. And no work even on details in the plan can pro¬
ceed successfully except on the basis of continually taken political
decisions. If the government and parliament should attempt to escape
this direct responsibility, planning would sink down to an intellectual
exercise.2
Within the last decade or two, we have witnessed a substantial shift
in the foreign investment from private to public account. The growing
xxationalism in the formerly colonial countries has led to nationalization
and such other nationalistic tendencies which tend to threaten the inter¬
ests of private foreign investors. In consequence state trading in a num¬
ber of commodities has grown. The developments in socialist countries have
made it necessary to have trade arrangements entered into between socialist
and non-socialist countries. The increasing demand for military equipment
and for other security objectives has played eui important role in making
most governments psurticipate in trade activities.
1
This has been extracted from an address by the Prime Minister of
India, delivered at Delhi University. Quotation from New Age, weekly
newspaper published in Cape Town, dated January, 1959, p. 7.
2
Gunnar ^^y^dal, "Indian Economic Planning," United Asia - International
Magazine of Afro-Asian Affairs Volume X, Number IV, (Bombay, 1958),
p. 45.
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Another factor which calls for government action is the problem of in¬
stitutions in backward countries. The problem of culture and value systems
which are unsuited to modem industrial development and capital accumula¬
tion, affects most of these countries. The manner in which these socio¬
political factors are used will help facilitate economic growth, "...the
social and political milieu in an underdeveloped country is an important
and probable success of particular economic develojHuent policies.
There are many Institutional factors such as social inhibitions,
primitive beliefs, unwillingness to gather skill, idleness, which hamper
economic development. All these factors form a big social problem, and the
change cannot be undertaken quickly and effectively without the states*
direction and enforcement in conjunction with the total planning. "A
planning program, on whatever scale initially attempted, implies a desire
to change the total cultural pattern, ranging from ways of performing work,
2
distributing income, enjoying leisure, to appreciating the arts."
The question of planning along democratic lines is inseparable from
that of orgauiizing a mixed economy as outlined in Chapter IV.
While strongly advocating greater state participation in a mixed eco¬
nomy, we feel at the same time economic individual freedom to manoeuvre
must not be jeopardized.
On the other hand, the state is not strong enough to undertake the
tens of thousands of diverse jobs of production and distribution that need
doing. For these it must rely on the tens of thousands of entrepreneurs.
1
Papers and Proceedings of the Seventy-first Annual Meeting of the
American Economic Association. (Chicago, Illinois, December 27-29, 1958),
p. 167.
Ernest Minor Patterson (ed.). National and World Planning (New
hampshire, 1932), p. 17.
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Rather than expropriate already existing enterprises - as long as they
are functioning effeciently - government should undertake new industries,
particularly those that are basic as regards the overall economy of the
country. Essentially the same reasons which call for government planning
also apply as well as to the needs of a mixed econoiny. Private enterprise
in backward countries is not strong enough as to be able to undertake
major economic schemes. The urgency of quick economic development certainly
calls for the increased government control, ownership and management of the
greater bulk of the economy; as Gunnar Myrdal rightly supposes:
If, as it is assumed to be an urgent necessity in the underdevelop¬
ed countries, the movement toward industrialization is to be pursued
ahead, the state will have to Intervene in the field of manufacturing
...not only creating externeuL economies and supplying transport and
power, but often also organizing the marketing of the produce of the
expanding industrial sector, providing facilities for training
workers, foremen, and technicians on all levels, as well as business
executives, giving managerial advice, making capital available, often
subsidizing or protecting new industrial enterprises, and sometimes
actually establishing and operating them. At the same time it must
have as its principal objective not only the development of industri¬
alization to its practical limits, but also its direction, so that
growth is balanced and met by effective demand.^
Problems of State Planning
There are some problems of state planning which in a mixed economy
must remain in the forefront of economic reconstruction. The foremost
purpose of national planning should be to increase the total amount of in¬
vestment aimed at raising the productive powers of the country and to de¬
fine the instruments by which this may be done. In addition the plan must
determine the proportions of capital to be allocated in different direc¬
tions. "To be practical and effective the plan must not only be a general
1
Richard Wright, White Man Listen (Garden City, 1957), p. 60.
2
Gunnar I^yrdal, Rich Land and Poor (New York, 1957), pp. 67-99.
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scheme but must have this adequately worked out in detail directives by
careful planning of the different sectors...
It has already been pointed out that one of the paramoiant purposes of
state planning in a mixed economy should be also to break down the social
chasms so as to create psychological, ideological, social and political
situation propitious to economic development.
Though painful a process to poor nations, to cut down consumption may
be, yet it seems inevitable that to some extent the levels of real income
and consumption of the working people would have to be kept exceedingly low
to permit for sustained rapid capiteO. formation. "There is no other road
to economic development than a forceful rise in the share of the national
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income which is withheld from consumption and devoted to investment."
As far as possible the much commonly practiced waste of very scarce
resources in "show piece" public works and in subsidizing expensive be¬
ginnings of investment and production along what Myrdal terms "blind
alleys," must be done away with. The process of economic development in a
mixed economy must be able to check inputs suid outputs csirefully and this
process should be based on a policy of highest possible productivity.
CHAPTER VII
CONCLUSION
The mixed economy as outlined in Chapter IV should be developed into
a complete and new, broader-based, institution. As a result of this in¬
stitution, it will affect the creation of a new specific way in which goods
and services are produced and shared by members of the society. While ad¬
vocating a mixed economy for underdeveloped countries, we do not intend to
create the impression that a mixed economy is something categorically good
or an economic cure-all for the problems facing backward areas. We submit
that economic and social changes differ in pace, content and pattern in dif¬
ferent underdeveloped countries, yet we contend that the common end for all
is fundamentailly to raise standards of living emd acquire economic security
for the greatest number in as short a period as it is practicable.
To this end we feel the mixed economy offers the best solution. The
mixed economy should be also understood not as a kind of intermediary
apolegetic system between capitalism and socialism; it is more than a mere
hybrid of free enterprise and socieilism. It is a new system of economic
and social approach. It is based on tte acceptance of the fact that for
underdeveloped countries to develop sufficiently faster and without the
enormous hardships which befell socialist countries, a more comprehensive
and broader based understanding toward human problems, rather than one
sided system, will produce effective and all-embracing results. The mixed
economy recognizes the existing basic differences between capitalism and
socialism as two distinct systems for developing suid organizing an economic
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life. It also recognizes the fact that both socialism and free enterprise
have achieved in their ovm fields great things and Indeed both systems have
come to stay. It seeks to re-establish the sense of security which is
lacking in a competitive economy while restoring at the same time the feel¬
ing of tolerance that is absent in a socialist economy. In a private sys¬
tem of economy, marginal private net product often runs counter to marginal
social profit. This may lead to a conflict between social gain and private
gain. This conflict is a sufficient warrant to invite state control of the
economy. An elastic and well weighted balance of power between public and
private interests is the aim of the mixed economy. It is thus an economy
of flexible balance between monopoly and freedom, regimentation and Laissez-
Faire. A mixed economy also acknowledges the fact that; "...the basic
relationship between public and private sectors is therefore not of mutual
exclusiveness but of interdependence..."^
The mixed economy is also related to the nature of the political struc¬
ture of the nation. There is a close relation between a mixed economy and
democratic politics. It has been pointed out that planning consists es-
sentiaG-ly of political decisions made by parliament. For instance we have
seen that the methods followed by India and the institutions she seeks to
establish, as embodied in her constitution, "...for achieving economic and
social development are part of its ideal of a free and democratic society
of which aims at rapid and continuous economic progress with the largest
possible measure of social justice."
An Important relationship exists between socialism and mixed economy.
1
United Asia, pp. 68-69.
2
Planning Commission, Government of India, The New India - Frocrress
Through Democracy (New York, 1958), p. 57.
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To the extent that nationalization, or creation and ovmership of new in¬
dustries by the nation goes, the mixed economy has a measurable content of
sociaG-ism. The element of social justice and the cooperative method of
working constitute other segments of socialism.
On the other side the mixed economy is not completely divorced from
capitalism. The existence of a fairly substantial free enterprise within
the frame-work of a mixed economy leaves room for individual freedom and
initiative in the economic field. The right to discuss and criticize
government policy and possibly introduce reforms through constitutional
means is respected in a mixed economy system. The right to sell freely
one's labor will still be determined by the labor market.
We may now ask the question: Will a mixed economy work successfully?
This is a hard question. It is concerned with the future which is un¬
certain; and no economist can furnish a suitable answer. All we can say is
that experience shows that self Imposed limitations of democratic institu¬
tions are determined to a large extent by the rate of persuasion and appeal
We are not able to know exactly whether what we are doing now will be
equally respected and appreciated by the next generations. In fact, look¬
ing at the present levels of living in most underdeveloped areas, no one
can tell with certainty: Whether in fact economic plans for development now
being undertaken by individual countries together with the present rate of
externeil aid will actually lead these countries to catch up with the ad¬
vanced Western World or at least eventually succeed in solving most of
their basic problems?
Finally, if there is a lesson the study has been able to bring home to
the writer, it is the fact that, other things remaining the same, economic
systems will tend to become more and more mixed so as to accommodate
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